Today's health care institutions are under increasing pressure to economize and monitor costs, Hospitals are being challenged to follow the business model to improve efficiency. However, when applying the business model to nonprofit health care institutions, the differences as well as the similarities must be taken into account, Nonprofit institutions can monitor costs, although hospitals did not really begin to do so until the 1970s, It is likely, therefore, that they can increase efficiency of services, Effectiveness is another com ponent, however, that is equally important.
Anthony and Herzlinger (I) define management control in nonprofit organizations as the process by which managers ensure that financial and human resources are used effectively and efficiently in the accomplishment of the organization's objectives, Efficiency involves achieving objectives that meet a financial standard, that is, the costs of producing the results, Effectiveness involves using resources to achieve desired program results and is often expressed in non- This organizational structure affects the managers of the departments within the institution, frequently putting them in the middle of the internecine disputes between the hospital's board of trustees, hospital administrator, and medical director. The Board of Trustees sees itself as a representative of the community (a microcosm of society); the hospital administrator represents the need for financially re-sponsible behavior; and the dIrector of medical services sees himself or herself as representing patient programs and medical staff.
The disputes that result can be seen as clashes between the objectives of efficient services and effective services that meet community and client needs. For example, it may be a questionable financial investment for a hospital to purchase a computerized axial tomography (CAT) scan. However, the community (as represented by the board) and the staff (as represented by the medical director) may desire the convenience of having the equipment within the facility. Is the 01'-ganization's goal-to give efficient and effective servicebest met by purchase of a CAT scan or by sharing one with a facility 30 miles away? There is no right answer. The issue must be worked out within each organization, usually by doing cost-effectiveness and cost-benefit analysis. It is difficult, however, to quantify patient satisfaction and access.
Conflict of Interest? An Attempt to Align Organizational Goals with Financial Resources
Massach usetts General Hospital (MGH), a celebrated Boston teaching hospital, has a reputation for providing quality patient treatment and excellent learning experiences for students. These activities are costly. In July 1983, the Trustess of MGH made a financial proposal that would enable rGH to upgrade facilities and services. The money was supposed to come from the proceeds of the sale of McLean Hospital, a psychiatric institute in
In a letter to The Boston Globe (August 22, 1983), Dr. Moore of the Harvard fedical School argued that, because MGH was incorporated in 1811 under the auspices of the Commonwealth of Massach useus, the hospital had an obligation to serve the public trust. Dr. Moore felt the Trustees' proposal represented a conflict in its obligation to serve the public even when it is unprofitable. Because for-profit corporations are not bound by this imperative, Hospital Corporation of America could conceivably sell McLean Hospital if it did not make a profit.
On November 3, 1983, MGH rejected the bid submitted by Hospital Corporation of America to purchase McLean Hospital. The rejection was, in part, a result of intense opposition to the purchase by Harvard Medical School. Harvard's report said that many faculty members thought a close relationship between Harvard and a for-profit health care provider would be wrong because it would tend to sustain penetration of the health care system by in vestor-owned com panies. It went on to say that in considering medical ethics, the operation of hospitals, and particularly teaching hospitals, should not be influenced by the motivation for profit. One member of the Board of Trustees calculated that McLean spends $2 to $3 million on education each year.
On the other hand, the proposal to sell can be seen as one hospital's effort to maintain and enhance hospital facilities while complying with legislation enacted to cut health care costs. MGH is currently operating under Chapter 372, recent state legislation that sets hospital budgets at fixed levels for the next 3 years. The hospital is also bound by new health planning regulations that went into effect September I, 1983 that will significantly restrict the amount of hospital improvement projects within the state.
Although only fassachusetts hospitals are working under these regulations, they are being viewed by many as possible models for other states. In October 1983, states not under such legislation as Mass. Chapter 372 were required to comply with the formula for prospective Medicare payment. This plan proscribes a fixed amount of reimbursement, in advance, for specified disease categories. Its intent, to cut health care costs through regulation, is similar to Chapter 372. This will put additional pressure on hospital operations to focus on costs.
Implications for Today's Occupational Therapy Director
Today's occupational therapy director is caught in a clash of objectives to provide efficient and effective care. Pressure for financial performance may, at times, The American Journal of Occupational Therapy 199 take precedence over a concern for effective programs. What position should occupational therapy managers take? Although at times it may be uncomfortable, they should balance between effective and efficient performance. They should demonstrate expertise in controlling their department's operations, and thus, gain credibility as competent financial managers. Only credible managers will be able to challenge goals of efficiency when they feel that effective care may be compromised.
Competent performance probably means more education for occupational therapy managers who need to learn financial control, organizational behavior, and health care policy. The American Occupational Therapy Association (AOTA) can help through workshops such as those on quality assurance. Universities can help by offering courses and programs in health administration. The profession can help by acknowledging the difficult role occupational therapy administrators are in, and will be in, for the years ahead.
Administrators will be largely responsible for defining how and what kind of occupational therapy services are delivered in the years to come because they are in the arena where legislative policy is translated into da y-today operations. They must lead their therapists in defining a way to deliver services that will be financially responsible yet maintain the profession's commitment to its standards of practice. Occupational therapy services are difficult to quantify; how does one put a dollar value on quality of life) Yet, this is what occupational therapy is directed to: enhancing one's quality of life through skill developmen t. Since occu pational therapy administrators will playa key role in translating occupational therapy objectives into services, they need guidance from the profession as they try to reconcile effective and efficient health care. At times, they may have to choose one or the other.
If their choice conf1icts with financial objectives, they will need to justify that decision. Our profession needs to develop a position that does not allow effectiveness to be sacrificed for effiClency.
The situation the public schools faced in the early 1900s when city governing boards pressured the schools to follow the ind ustrial model of efficiency parallels these events. Cubberley (5), the father of educational administration, spoke out against the superintendent whose "conception of educational administration is that of clockwork, machinery, inspections, and uniform output, and who runs the educational department much as he would run a factory .... " (5, P 286) Margaret Haley (6), one of the most intluential women in education at the time, saw the events as a struggle between two ideals:
The industrial ideal, which subordinates the workers to the product and the machine, and, the ideal of the educators, which places humanity above all machznes, and demands that all activity shall be the exp1'ession of life. (6, p 148) The challenge today is to align the ideals of health care with the organization's financial resources. However, in applying the business model to nonprofit health care organizations, effectiveness as well as efficiency must be considered. Sometimes they can be partners, but at other times patient service needs will conf1ict with financial goals. Occupational therapy administrators will be in the middle of this balancing act and will therefore playa substantial role in defining the way occupational therapy services will be delivered within health care organizations. They should have our assistance.
